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Summary of Key Points

1. Industry has made and continues to make major contributions to reducing air pollution.

2. Industry is an active stakeholder group contributing to the Clean Air for Europe (CAFE) Programme.

3. It is crucial that further action be based:

a. sound scientific information and advice;

b. integrated analysis to find the least cost solution to controlling multiple pollutants with multiple effects to meet a set of agreed air quality objectives;

c. understanding of the key uncertainties and their implications for policy; and

d. understanding of the impact of additional costly measures on industry competitiveness, consumer prices and employment.

4. We welcome the use of integrated assessment modelling in the development of the Thematic Strategy on Air Pollution, complimented by other models such as TREMOVE where appropriate.  

5. We suggest a series of optimised scenario runs which will allow decision makers to see the relationship between environmental ambition levels and costs over time, by Member State.

6. We suggest the use of ‘sensitivity scenarios’ to examine key areas of uncertainty in policy relevant terms.

7. Industry considers the current debate on specific measures to be premature (it needs to be informed by the results of the analysis suggest above).  However members of the UNICE AQWG have provided comments on the following topics:

a. Revision of the National Emissions Ceilings Directive

b. Review of the Large Combustion Plant Directive

c. Solvents

d. VOCs from refuelling operations at service stations

e. New passenger cars, light commercial vehicles and heavy duty vehicles

f. Reduction of air pollution from existing vehicles

g. Atmospheric emissions from ships

h. Agriculture

8. We suggest that the Commission establish a monitoring programme on the health effects of air pollution designed to appraise the effectiveness in the EU of legislative initiatives taken under the Thematic Strategy on Air Pollution.

Introduction

The Thematic Strategy on Air Pollution is the first of seven planned thematic strategies all due for completion in 2005.  Together, these thematic strategies are intended to deliver significant benefits to society particularly through health and environmental protection, something that all would wish to support.  

In addressing such issues, industry believes it is in the interest of society as a whole that economic factors are fully accounted for in the design of sustainable policy.  It surely makes sense to find the least cost solution to any given societal problem. In this regard we welcome the commitment to Integrated Assessment in the development of the Thematic Strategy on Air Pollution. 

This paper outlines industry perspectives on the forthcoming strategy and recent discussions on possible policy measures.

Industry is contributing and real progress is being made

Industry has contributed enormously to society’s efforts to improve air quality and undoubtedly we have much better air quality across Europe today than would have otherwise been the case.  The CAFE modelling work so far also indicates we can expect further progress over the next 15 years applying current agreed legislation. For example:

· Over the past two decades, the European Electricity Industry has reduced its SO2 emissions by 74% while the electricity production has increased by 65% during the same time period.  Source: Environmental Statistics of the European Electricity Industry (2004).

· Emissions of tropospheric ozone precursors have been reduced by 30% between 1990 and 2001 (43% in new Member States).  Source:  European Environment Agency.

· Industrial VOC emissions have been reduced by a factor of 2 (47% on average and up to 64% in some sectors).  Source: ESVOC. 

What else needs to be done?

This for industry is the key question, and one that we believe must be answered through sound scientific analysis.  It should involve an assessment of the extent of any residual problem, the contributors to such problems and the determination of the most cost-effective solution.  Industry is participating in and contributing to the CAFE programme, working together with other stakeholders to help to ensure that policy makers have the best information and advice, on which to base their decisions.

From an industry perspective, it is essential that the Thematic Strategy and the accompanying legislative proposals are underpinned by such approaches.

What are the key process needs? 
A structured process for “Risk Management” to ensure policy is informed by a clear understanding of the relationship between reduced effects (risk) and the cost to achieve such reductions (see “scenario analysis” below).  Industry believes this to be the only way to ensure the determination of appropriate priorities and associated objectives (e.g., Air Quality Limit/Target Values) in a multiple-pollutant/multi-effect environment.  

Optimised Integrated Assessment Modelling (IAM):  Once the targets have been set via the risk management process, the optimisation capability of the Integrated Assessment Model enables the determination of the optimum, within the implicit uncertainty margins, suite of measures to deliver the objectives. Simply assessing a pre-defined European-wide measure for its costs and effects within IAM with subsequent cost benefit analysis is not appropriate or acceptable to Industry for the following reasons:

· given the complexity of a multi-pollutant/multi-effects environment the ability to account for potential synergistic/antagonistic effects of emission abatement options would be lost; and

· even if a cost-benefit analysis (CBA) indicates benefits exceed costs, this does not indicate that such a measure is cost justified since other measures may be more/much-more cost-effective.  

Uncertainty Scenarios: As recognised in the RAINS peer review, “uncertainty scenarios” are an appropriate technique for assessing uncertainties.  Industry would strongly support this since such scenarios can be run through IAM and CBA. In this way uncertainties can be expressed in policy relevant terms. 

Global Competitiveness: Policy questions like: “What level of gap closure should we set as a target?” are intrinsically linked to the level of financial burden implied for EU society (to industries’ costs, consumer prices and employment).  Industry therefore believes it is vital to align policy with the Lisbon strategy aimed at “making the EU the worlds most dynamic and competitive economy”.  This implies a need to be scrupulous in avoiding any regret expenditure.   
What information do we need?

The key information that we need for decision-making will be generated through the policy scenario work as part of the CAFE Programme.  The following is an abstract from a previous paper (Policy Options Scenario Design, UNICE, June 16th 2004) which outlines industry views on some of the essential elements that should drive the design of the policy scenarios for CAFE.  In addition it outlines the data outputs from these scenarios that should be made available to all concerned stakeholders.

1. The design of scenarios needs to recognise that CAFE is a multi-pollutant/multi-effect initiative i.e., a given scenario must simultaneously examine all key pollutants/effects within the Integrated Assessment Modelling framework. This ensures that synergistic and antagonistic effects of particular abatement measures are appropriately accounted for. 

2. The policy making process requires a clear understanding of the relationship between the cost and the environmental/health improvement. This is vital for establishing targets through an appropriate risk management process. The suite of scenarios examined using RAINS (and also TREMOVE for the transport sector) should therefore be designed to ensure that this “cost vs. reduced impact” relationship (for the EU and for each individual Member State) is provided to all stakeholders involved in the development of policy. 

3. Scenario design should be based primarily on the recognition of the need to determine the most cost-effective solution for a given environmental aim using the optimisation capabilities of RAINS. This will ensure resources are directed wisely to address residual environmental/health issues, i.e. by controlling emissions on the basis of their environmental/health impact, rather than requiring controls on emissions even if they have negligible impact. 

Having said this, in some specific cases other considerations such as preservation of the internal market may prevail over the environmental/health driven approach mentioned above.  

4. Vital outputs from each scenario will be for each Member State: 

a. the cost;

b. a suitable indicator of the resulting state of the environment or health effect e.g., deposition of acidifying compounds (split between sulphur, oxidised and fixed nitrogen)/extent of exceedance of critical loads, air concentrations/health impacts; and

c. the individual measures that have been picked by RAINS to enable comparison to the list of measures in the Commission’s draft “Measures paper”. 

5. In designing the suite of scenarios “a stepwise” series of gap closures toward the “no-significant-effect” ultimate goal should be explored. These scenarios should be run for each of the time horizons i.e., 2010, 2015 and 2020. The output would be a set of cost versus gap closure curves for each Member State, over time.  

6. As well as cost-effectiveness, achievability and feasibility should also be fundamental considerations in all scenarios.

7. An important addition to these scenarios will be specific “sensitivity scenarios” designed to explore the upper and lower boundaries of uncertainties (including modelling uncertainties), using RAINS in its optimisation mode. In addition, uncertainties in the dose response curve slopes (reflecting the confidence in the statistical fit of the epidemiological data) and the implications of potential “thresholds of effect” should also be examined.  

8. In all cases, the detailed results of the scenario analysis (not just summary data or graphical representations) should be made available to concerned stakeholders.  This can only serve to promote transparency and build stakeholder confidence in the robustness of the results used for policy design.

What should the Thematic Strategy look like?

According to DG Environment, the Thematic Strategy on Air Pollution will be an EC communication of a non-binding nature describing a roadmap towards improved air quality.  It will be 15 pages in length and be accompanied by a selection of legislative proposals and an extended impact assessment.  Other legislative proposals are anticipated to follow later.

Given that the CAFE process has not yet provided much of the detailed scientific information that is needed for drafting the Thematic Strategy, industry considers the current debate on specific measures to be premature and so it remains largely hypothetical.  However, as certain potential themes are being discussed, industry has provided in the following sections some comments (including sector-specific comments) which may be useful to consider at this time.

Revision of air quality directives limit values

It is important that the current approach of setting air quality limit values is maintained, including for those pollutants where health specialists have not been able to confirm a threshold below which there are no health effects.  

Revisions to existing air quality limit values should be considered in the light of new scientific evidence, particularly on the severity of the effects at given concentrations and exposure periods.  The setting of air quality limit values should also take into consideration:

· the robustness of our current scientific understanding;

· the implementation practicalities (modelling and measurement capabilities);

· existing hemispheric background concentrations, natural concentrations and the distribution and frequency of natural air-quality-related events; and 

· the cost-effectiveness of further control measures.

Where significant uncertainties remain, use could be made of target or guide values.  Revisions clauses could also be used to allow revisions in the light of improved scientific understanding.

Revision of National Emissions Ceilings Directive

The proposal to revise the NEC Directive is expected to follow after the Thematic Strategy.  Industry is ready to play its role as a key stakeholder in this activity.

Review of the Large Combustion Plant Directive

The existing Directive is a highly restrictive piece of legislation, without the sophistication of the IPPC Directive which allows for the accounting of differing environmental situations and cost-effectiveness to be taken into account in setting emission limits.  Its requirements potentially conflict with the effects-based elements of the Air Quality Framework and National Emissions Ceilings Directives.

The electricity generation industry is due to invest a great deal in the next few years – 620 GW of new power investment have to be constructed requiring funds of 550 billion Euros.  Regulatory stability is a prerequisite for ensuring a good environment for such investment and so it is crucial to avoid any major amendments to the Directive. However regulatory stability does not mean inactivity and the electricity industry would welcome any opportunity to open discussion with the Commission on innovative approaches to better protect the environment.

Solvents

The solvent emissions Directive is largely implemented, with many industries/Member States going beyond the minimum emission reductionrequirements. In addition, the IPPC directive (BREF on surface treatment using solvents under preparation) will further reduce VOC emissions from solvents.  The new directive (2004/42/EC) on VOCs from decorative paints and vehicle refinish products will further contribute to reduce VOCs across the EU-25 by 2010, and result in conversion from solvent-based to water-based technologies where technically feasible.
Further controls on solvent VOCs should be considered in the context of:

· the existing regulations outlined above;

· the contribution to ozone formation due to natural VOC emissions and ozone precursors generated outside the EU-25;

· not all solvents are the same in their ability to create ozone; and

· specific and flexible approaches, as a measure that works for one type of solvent or application may not work for another.

Reviewing the Solvent emission Directive adopted in 1999 before its full implementation (scheduled for 2007) is not appropriate and is not fair to those industries investing in abatement systems/technologies in the context of a given piece of legislation. Directive 1999/13/EC will result in up to 64% VOC emission reductions from solvent using industries.  These industries should have the time to depreciate their investment.
VOCs from refuelling operations at service stations (“Stage II”)

The Oil Industry questions the need for EU-wide legislation mandating Stage II vapour recovery on the basis of cost-effectiveness.  Moreover, the draft 2003 EPTC survey indicate that Stage II vapour recovery is already installed in 85-100% of service stations in Austria, Denmark, Germany, Hungary, Italy, Luxemburg, Netherlands, Sweden, and Switzerland.

New passenger cars, light commercial vehicles and heavy duty vehicles

· As ‘common measures across the EU’ are a prerequisite in the case of emission controls for new vehicles, optimized integrated assessment modelling is essential for a fair treatment of the road transport sector with respect to emission reductions and costs.

· The RAINS optimization model represents the road transport sector in an aggregated manner and analysis must be further elaborated using the TREMOVE model.

Heavy duty vehicles

Besides reductions of emission limit values of engine pollutants other measures should be evaluated such as:

· Improvements of the regulations regarding its effect on emission reductions in real traffic.  Areas of improvements have been identified in connection with the ongoing regulatory work within UN/ECE and include the WHDC test cycles, off-cycle emissions and on-board diagnostics. 

· The effect of increased size and weight of HDV to reduce emissions from the road transport sector.

· Improved enforcement activities regarding manipulation of engines and after-treatment systems.

Reduction of air pollution from existing vehicles

These additional measures could be helpful in addressing urban air-quality hotspots and are best considered at the local level:

· Alternative Fuels in captive fleets
· Scrapping of older vehicles.

· Exclusion zones for older vehicles.

· Inspection and maintenance activities.

Further reduction of atmospheric emissions from ships

Much has been made of the total ship emission figures - SOx, NOx and PM – and that for SOx and NOx total ship emissions will exceed emissions from land-based sources by 2020.  Of course this is largely due to the very substantial reduction in emissions from land-based sources since 1990.  The question is, given these large reductions, are further reductions required to meet defined environmental targets.  Industry has pointed out many times that information on emissions alone are not grounds for proposing measures.  Impact and cost-effectiveness of controls must also be considered.  This is particularly the case as emissions of ships as far away as the middle of the Atlantic Ocean are included in the emission totals for Europe.

Agriculture

Industry supports the consideration of cost-effective measures to control ammonia emissions from this sector. Ammonia dominates the residual problems of acidification and eutrophication and is a major contributor to secondary PM. It is therefore critical to identify more appropriate abatement measures for this sector.

With respect to ozone and crop yield loss; it appears contradictory for industry to spend money on emission control measures aimed at protecting crops (and hence improving crop yields) if those same farmers are being paid subsidies to reduce their yield.

Monitoring of health end-points

Industry would like to suggest that the Commission establish a monitoring programme on the health effects of air pollution designed to appraise the effectiveness in the EU of legislative initiatives taken under the Thematic Strategy on Air Pollution.

